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CLARK'S DISTRIBUTION OF WEALTH.* 

Foe several years it was known that Professor Clark had in 
hand the preparation of a book which should set forth in sys- 
tematic form his theory of distribution, fragments of which 
had appeared from time to time in various journals. The pub- 
lication of this long-expected volume was accordingly wel- 
comed eagerly by students of economic theory. From what 
Professor Clark had previously written it was certain that the 
work would be a notable contribution to the literature of po- 
litical economy. Indeed, many of his followers had predicted 
that it would at once take rank with the half-dozen or so lead- 
ing works on the subject. Unfortunately, there are too many 
things in the book which are calculated to provoke contro- 
versy to permit a universal ratification of this prediction. 
Nevertheless, every candid reader, of whatever school or shade 
of opinion, must admit that the author does not lack original- 
ity and acumen, and that his conclusions are developed in a 
masterly manner, and expressed in a clear and forcible style. 

It is in the department of distribution that economics bor- 
ders most closely upon ethics, and Professor Clark neither 
ignores the ethical bearings of his theory nor commits the 
more serious blunder of confusing economic with ethical prob- 
lems. From his point of view, the justification of the social 
order depends upon whether it can be shown that, under nor- 
mal conditions, what goes in payment for each agent of 
production is the product of that agent, or that " free compe- 
tition tends to give to labor what labor creates, to capital 
what capital creates, and to the entrepreneurs what the co-or- 
dinating function creates." 

To each agent a distinguishable share in production, and to each a 
corresponding reward — such is the natural law of distribution. This 
thesis we have to prove ; and more hinges on the truth of it than any 
introductory words can state. The right of society to exist in its 
present form, and the probability that it will continue so to exist, are 

*The Distribution of Wealth: A Theory of Wages, Interest, and Profits. 
By John Bates Clark. New York: Macinillan Company. 1899. pp.445. 
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at stake. These facts lend to this problem of distribution its meas- 
ureless importance. . . . The indictment that hangs over society is 
that of "exploiting labor. ... If we are to test this charge, however, 
we must enter the realm of production. We must resolve the prod- 
uct of social industry into its component elements in order to see 
whether the natural effect of competition is or is not to give to each 
producer the amount of wealth that he specifically brings into exist- 
ence." (p. 3.) 

The defence of the system of competition would therefore 
resolve itself into the two following propositions : — 

1. Each agent of production ought to command that share 
of the product of social industry which it specifically has 
brought into existence. 

2. This is what actually takes place under competition. 
The first of these propositions involves ethical principles, 

and is not discussed at all. To the defence of the second, 
which involves no ethical considerations whatever, the book is 
principally devoted. 

Unfortunately for this line of defence the single taxer, with- 
out being inconsistent, and even the socialist, might admit 
both propositions and yet demand fundamental changes in the 
social order. The author's argument relates wholly to func- 
tional distribution, and leaves the more vital question of per- 
sonal distribution untouched. The disciple of Henry George 
might therefore admit that the land creates a definite share in 
the product, and at the same time deny that the landlord 
had any part in it. He might also admit that the land ought 
to be paid for on the basis of its productivity, and deny that 
the private landlord should receive rent. The alternative 
would be to allow the State to receive the share which is at- 
tributable to land. The socialist might take the same posi- 
tion as to all instruments of production. The right of the 
present social order to exist depends upon the laws which 
govern not functional, but personal distribution. Our only 
interest in functional distribution is due to the light which it 
throws on the vastly more important question of personal dis- 
tribution. We need to be shown that the tendency of the 
present social order is to give to each individual producer the 
share which he individually creates, and no more. 
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Whatever may be thought of the author's argument as a 
defence of society, it is doubtful if his main thesis can be suc- 
cessfully assailed in the present state of economic knowledge. 
Bearing in mind that he is discussing functional distribution 
only, and personal distribution not at all, that he maintains 
only that the tendency of competition is to give to the owner 
of each factor of production the share which that factor specifi- 
cally has produced, and not to each person what he individu- 
ally has produced, he cannot be charged with ignoring certain 
manifest forms of unearned income. In supporting his thesis, 
he is not obliged to maintain that the heir to a fortune is him- 
self the producer of the income which he receives, but only 
that his income is the product of his capital. Nor is he 
obliged to maintain that an idle landlord is himself the pro- 
ducer of the rent which he receives, but only that this rent is 
the product of his land. Nevertheless, it is to be regretted 
that more than once in the course of his argument he implies 
conclusions relating to personal distribution which form no 
part of his thesis and which by no means follow from his argu- 
ment. These and such other parts of the work as are open to 
serious criticism do not seem to the present writer to be essen- 
tial to the author's main thesis. Their examination will, there- 
fore, be taken up after this thesis and the author's method of 
supporting it have been explained. So far as the strictly con- 
structive part of the work is concerned, it is practically above 
criticism; though the captious critic would doubtless find 
grounds for criticism even here if he were so determined.* 

" In that original state of things," says Adam Smith, " which 
precedes both the appropriation of land and the accumulation 
of stock, the whole produce of labor belongs to the laborer. 
He has neither landlord nor master to share with him." It is 
Professor Clark's contention that not only in "that original 
state of things," but in the present state of things, the whole 
produce of labor goes to the laborer. The capitalist t does 

* Cf. " J. B. Clark's Formulae of Wages and Interest," by Mr. R. S. Padan, in the 
Journal of Political Economy for March, 1901. Mr. Padan is led astray appar- 
ently by the purely accidental circumstance that Professor Clark happened, on 
p. 201, to draw two diagrams exactly alike. 

t Professor Clark refuses to distinguish land from other instruments of pro- 
duction, but includes them all under capital, for reasons wliieh will be examined 
later. 
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not share with the laborer in the product of labor, but takes 
only the product of capital. He does not engage in a labored 
argument to prove that capital is productive, it being taken 
for granted that tools and other instruments are useful, and 
enable the community to produce more than it could with- 
out them, and that this is the only sense in which anything 
can be said to be productive. However, Professor Clark is by 
no means to be accused of resting his case on this crude obser- 
vation and method of reasoning. Quasi-economic literature is 
already full of different versions of the argument that all 
wealth is the product of labor, because none could be produced 
without labor. By the same process, all wealth could be 
shown to be the product of land, or of capital. What needs to 
be done is to point out a method of distinguishing between the 
product of the various factors of production. On this point, 
Professor Clark's discussion is a model of clearness and conclu- 
siveness, to which it would be impossible to do justice without 
reproducing it. 

It is obvious that the "method of difference" is the only 
method adequate to the task of distinguishing between the 
products of labor and of capital. Some way must be found 
by which we can observe the variation in the product which 
follows a variation in the factors of production, and these 
variations must both be approximately measurable. Under 
any rational theory of causation the variation in the product 
must then be attributed to the variation in the factor. "With- 
out some such method as this it would be as impracticable to 
try to distinguish the product of labor from that of capital 
as it would to distinguish the product of the upper from that 
of the nether millstone. Some such method is, according to 
the author, actually carried out in the industrial world. How- 
ever, it must be borne in mind that it is not labor in general, 
nor in the abstract, but specific units of labor, that are bar- 
gained for and for which wages are paid. Similarly, it is not 
capital in general, nor in the abstract, but specific units of 
capital for which interest is paid. Therefore, we have not to 
determine the product of labor in the abstract, nor of capital 
in the abstract, but of specific units of labor considered sepa- 
rately and of specific units of capital considered separately. 
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As to labor the question is, How much does a given unit of 
labor add to the total product of social industry by working, 
or how much does it take from the total product by not work- 
ing? Find out this amount, and you have the product of one 
unit of labor. By a process exactly similar you may find the 
product of a unit of capital. Multiply the amount thus ob- 
tained in either case by the number of working units of the 
factor in question, and you get its product. 

This method, it must be observed, would give for a single 
unit of either factor a result very different from that obtained 
by taking the total product of social industry, and dividing it 
by the number of units. This difference is due to the fact 
that the power of any individual unit (of labor, for example) 
to affect the total product is gauged by the power of a 
marginal unit, or the unit that is employed in the least effec- 
tive place relatively to the instruments of production and 
the opportunities for labor. Relatively to land, for example, 
it must be considered as working upon the no-rent land or 
upon the nc-rent margin of the better grades of land. Even 
though the particular unit in question does not itself work 
upon either place, its addition to the force already at work 
will cause such a shifting about of the other units as to crowd 
some other unit on to the margin, or its subtraction from the 
force already at work will cause such a shifting about as to 
withdraw one unit from the margin. In either case the net 
increase or decrease in the product of the whole industry is 
the amount that can be added by a unit working on the 
margin, or subtracted by a unit withdrawing from the margin. 
This amount, under the author's theory of economic causa- 
tion, is the real product of a unit of labor. Reducing the 
argument to more formal terms than he himself attempted, 
it may be stated as follows : If the total product of a certain 
community, or of a certain industry, is x, and the addition of 
another unit of labor to the force already at work makes the 
product x -j- y, or the subtraction of one unit from the force 
makes the product x — y, the product of one unit of labor is y. 
With that unit, y is ; without that unit, y is not : therefore, 
that unit is the cause of y. This amount is all that a unit of 
labor is worth on the market : it is the maximum amount 
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which any employer can afford to pay. At the same time it 
is worth so much ; and under perfect competition the em- 
ployer will have to pay so much. This part of the argument, 
however, can be anticipated by any one at all familiar with the 
theories of marginal utility and marginal productivity. 

The author extends the theory of marginal cultivation over 
all instruments of production. There are no-rent instruments 
of various kinds, of which land is only one. Moreover, there 
is a no-rent intensive margin of cultivation of other instru- 
ments as well as of land. The extensive margin of land culti- 
vation is, therefore, only a single point upon a much broader 
margin where the laborer can be independent of the capitalist 
and get the whole produce. Therefore, the author rejects the 
" squatter-sovereignty" theory, which ascribes to the laborer on 
the no-rent land the power to fix the wages of all labor. The 
returns from such labor may serve as an indicator ; but they 
have no more power over wages than do the returns from 
labor at any other point on this broader margin. 

Though it has no direct bearing on the main line of argu- 
ment, it is interesting at this point to notice the author's sug- 
gestion as to the diffusion of the unearned increment from 
land. Granting that " wages in America have been made to 
conform to the amount that homestead settlers can make by 
availing themselves of the offers of the government," yet " the 
settler gets more than the income that comes to him in the 
shape of crops. The rising value of land enters directly into 
his gains ; and it enters directly into the pay of the artisans 
and others who are held in the mills and shops by pay that is 
approximately equal to the settlers' gains. Land values thus 
diffuse themselves everywhere." * 

It is in the more formal and descriptive parts, rather than in 
the constructive parts of his argument, that the author departs 
most widely from the beaten paths. Here also, in the opinion 
of the present writer, he is most subject to criticism. In his 
discussion of the place of distribution within the natural divi- 
sions of economics, he makes an interesting addition to the 
already long list of schemes for the subdivision of the science. 
Every such scheme must of course be based upon a classifica- 

« Pages 86, 87. 
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tion of some group of phenomena which is, for the time at 
least, regarded as of fundamental importance. The division 
into the traditional four departments is based upon a classifica- 
tion of the physical processes through which economic goods 
are seen to pass in the world about us : they are actually pro- 
duced, exchanged, distributed, and consumed. Professor Mar- 
shall's scheme of subdivision, as shown in his Principles of 
Economics, seems to be based upon a classification of the 
forces which play in t economic world and which control the 
processes. In his article on " The Method of Political Econ- 
omy," in Palgrave's Dictionary of Political Economy, Mr. W. E. 
Johnson suggests a scheme which is evidently based upon a 
classification of the tasks which the expositor has to perform. 
It would be possible to devise any number of schemes based 
upon the classification of different groups of phenomena ; but 
it is unnecessary to attempt here to catalogue them all. Pro- 
fessor Clark's scheme is based upon a classification of the con- 
ditions under which economic activities are carried on. These 
conditions are either isolated or social, and they are either 
static or dynamic. Therefore, the four " natural divisions " 
are, according to the author : 1. Isolated static; 2. Isolated 
dynamic ; 3. Social static ; 4. Social dynamic* Distribution 
comes under the third of these divisions. 

It is evident that there are no " natural divisions " of eco- 
nomics, if by that expression it is implied that the subject nat- 
urally divides itself into departments regardless of the purpose 
or the convenience of the expositor. For his own conven- 
ience, or for purposes of his own discussion, it would have 
been quite competent for the author to subdivide the subject 
to suit himself. But, when he attempts to subdivide the whole 
field of economics into its " natural divisions," he implies, at 
least, that his is a better scheme for the general writer than 
the traditional one, or that the group of phenomena upon 
whose classification his scheme is based is of more fundamen- 
tal importance than the group upon which the traditional 
scheme is based. This he has not satisfactorily shown. While 
no absolute rule can be laid down, yet it is in harmony with 

* Page 35. In order to reduce the number of divisions to three, Professor Clark 
unites the first and second in one, which is to embrace the universal phenomena 
of wealth. 
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general scientific usage to subdivide a subject on the basis of 
the things to be explained rather than on the basis of the 
forces, the concepts, or the conditions which help in the expla- 
nation. This rule has already the sanction of long usage in 
economics, for the processes of wealth creation and utilization 
are the things to be explained. "What is more to the point, a 
scheme of subdivision based upon a classification of processes 
will be found to be of greater assistance to the investigator 
and the expositor. 

The chief difficulty with the traditional four departments is 
that they do not sufficiently differentiate the psychical from 
the physical processes. This is easily remedied by a more 
complete classification of the processes, without changing the 
basis of classification at all. The most fundamental division 
is that between the physical processes by which goods are pro- 
duced and finally brought to their ultimate form and purpose, 
and, on the other hand, the psychical processes by which 
values are estimated. These two processes go on side by side, 
to be sure, and each is conditioned by the other ; yet they are 
sufficiently distinct to permit of separate treatment for pur- 
poses of investigation and exposition. Under the physical 
processes come the special processes of production, exchange, 
distribution, and consumption, of which special departments 
may still be made. The departments of production and con- 
sumption should contain essentially the same material as at 
present. The department of exchange should be confined to 
an explanation of the processes and the methods, the mechan- 
ism and the media by which transfers of goods are effected. 
The department of distribution should be confined to a de- 
scription of the various processes and methods by which 
shares are apportioned, and of the various forms of remunera- 
tion, under different systems of industrial organization. 

Since the psychical process consists in estimating values, it 
may not improperly be called the process of valuation. Under 
this come two special processes, the valuation of commodities 
and the valuation of services. All economic goods have a com- 
modity value, usually expressed as their selling price. Most 
goods that last for a time are capable of furnishing a flow of 
services (or utilities) ; and these services also have a value, 
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variously expressed as certain shares in distribution. Thus 
land, for example, has its commodity value, usually expressed 
as its selling price, while the services which land renders also 
have a value, usually expressed as rent. Except where slavery 
survives, the laborer has no commodity value, — he is not 
evaluated ; but his labor, which consists of a flow of services, 
has a value, usually expressed as wages. When we have ar- 
rived at an explanation of the process of valuation, we shall 
have a theory of value. This theory, however, should explain 
the whole process, and not simply that part which consists in 
evaluating commodities. The theory which explains the proc- 
ess of evaluating services will be that which is commonly 
called the theory of distribution. 

A little further analysis reveals that services are either 
direct or indirect. For example, labor may be devoted to 
personal service or to production. In the former case the 
service is direct ; in the latter, indirect. Land may be used 
for dwelling sites or landscape gardens and the like, or it may 
be used for production. In the former case the service is 
direct ; in the latter, indirect. Produced goods may also be 
used directly, as when a house is used as a dwelling, or they 
may be used indirectly, as when the house is used as a shop. 
Direct services are valued according to the direct gratification 
they are capable of furnishing. Indirect services are valued 
only according to the other sources of gratification (goods) 
which they are capable of producing. This way of looking at 
the question makes the problem of distribution much simpler 
than it can possibly be made under Professor Clark's scheme. 
It enables one to explain the wages of personal service and the 
rent of land or other goods for purposes of consumption, with- 
out carrying the process of abstraction beyond the danger 
limit. It is more than doubtful if the same can be said of 
Professor Clark's scheme. If wages are the specific product of 
labor, what is the specific product of the musician's labor? 
Certain air vibrations which have value. If rent is the spe- 
cific product of land, what is the specific product of a land- 
scape garden? Certain ether vibrations which have value. 
What is the specific product of a hired article of wearing ap- 
parel? Doubtless even this could be answered if it were 
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worth while. The net result of this process of reasoning is to 
show that value is the thing produced. "When this value is 
embodied in nothing more substantial than certain ether vibra- 
tions whose very existence is only inferred on a physical hy- 
pothesis, it would seem wiser to consider the value of the ser- 
vice directly than to attempt to consider the value of the 
ether vibrations which result from the service. 

It is a part of the author's scheme of subdivision to reduce 
the problem of value to a special problem of distribution 
under the name of group distribution. The value of a prod- 
uct determines the gross income of the whole group engaged 
in its production, whereas the division of this gross income 
among the different classes of producers within the group is 
the problem of functional distribution. The suggestion is 
interesting and may possibly prove useful, though its useful- 
ness does not appear on the surface. No particular difficulty 
is met with, so long as our attention is directed towards the 
value of products of industry ; but it would require some subtle 
analysis to reduce the value of a natural agent, such as land, 
especially of land not used in production at all, to a question 
of group distribution. 

Probably the most unsettled question of economic theory 
at the present time is that of the nature and function of 
capital. It is upon this subject that Professor Clark is most 
startlingly original, and, in the opinion of the present writer, 
least satisfactory. The initial difficulty is to find out just what 
he means by capital. His first statement seems definite and 
concise enough. "Capital consists of instruments of pro- 
duction, and these are always concrete and material. This 
fact is fundamental." * " The capital of the world is, as it 
were, one great tool in the hand of working humanity — the 
armature with which humanity subdues and transforms the 
resisting elements of nature." t From this it is evident that 
capital consists of material things. Yet material things 
perish or wear out, while capital, according to the author, 
does not. " The most distinctive single fact about what we 
have termed capital is the fact of its permanence. It lasts ; 

•Page 116. t Page 117. 
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and it must last, if industry is to be successful." * Does this 
simply mean that wisdom requires the community to keep its 
fund of capital from depletion by continually replacing its 
worn-out instruments with new ones, or does it mean that 
capital is endowed with a kind of indestructibility, and does 
not need to be continually re-created by repeated acts of 
saving or by repeatedly waiting for the product of new in- 
struments that are made to replace the old? Evidently, the 
latter ; for, continuing, he says : — 

Again, capital is perfectly mobile ; but capital goods are far from 
being so. It is possible to take a million dollars out of one industry, 
and put them into another. Under favorable conditions, it is pos- 
sible to do this without waste. It is, however, quite impossible to 
take bodily out of one industry the tools that belong to it, and put 
them into another. The capital that was once invested in the whale 
fishery of New England is now, to some extent, employed in cotton 
manufacturing; but the ships have not been used as cotton mills. 
As vessels were worn out, the part of their earnings that might have 
been used to build more vessels was aetually used to build mills. 
The nautical form of capital perished ; but the capital survived, and, 
as it were, migrated from the one set of material bodies to the other.f 

This sounds very much as though capital were immaterial. 
Again : — 

We may think of capital as a sum of productive wealth, invested 
in material things which are perpetually shifting — which come and 
go continually — although the fund abides. Capital thus lives, as it 
were, by transmigration, taking itself out of one set of bodies, and 
putting itself into another again and again.f 

Though he distinctly disclaims the notion that capital ever 
lives in a disembodied state, it yet seems from these passages 
that capital is some form of spiritual essence different from 
the goods which it inhabits, even though it cannot live en- 
tirely apart from goods. 

A somewhat different idea, which may help to explain the 
whole matter, is gained from the following : — 

Make an inventory of all the concrete instruments of production 
that the world contains, including in the list every commodity that 
helps to produce other commodities, aud putting opposite the name 
* Pago 117. t Page 118. t Pages 119, 120. 
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of each article the sum that in a year it can earn for its owner. 
Add together all these sums, and the gross amount is the total in- 
come of the property-holding class, as this income is reduced to the 
form of rent. Now take a different course. Make the same inven- 
tory of capital goods as before, appending to the name of each article 
the value that it embodies. Add together these values, and the 
grand total will describe the permanent capital of the world. Find 
what part of itself this fund will earn a year, and you have the rate 
of interest.* 

From this it would appear that capital is the fund of value 
which is embodied in capital-goods. Elsewhere he speaks as 
though capital were the fund of capital-goods, as distin- 
guished from the goods themselves, using the illustration of a 
reservoir which is conceived of as an entity distinct from the 
particles of water which it contains. This seems to be the 
conception which he consciously adopts ; yet more frequently he 
writes as though he had unconsciously adopted the conception 
of capital as a sum of value embodied in capital-goods. Inter- 
est is distinctly conceived of as a sum of value and as a per- 
centage of the capital which earns it. A sum of value can 
manifestly be a percentage of nothing else than another sum 
of value. This idea so persistently reappears during the 
course of the author's argument that one is compelled to 
believe that, after all, his real concept of capital is that of a 
sum of value embodied in capital-goods. Beyond the mere 
statement of it, there is practically nothing to indicate that 
he regarded capital as a fund of capital-goods to be distin- 
guished from the goods themselves. Besides, it is difficult to 
see what use he could possibly have made of such a concept. 

The effort to distinguish between capital and capital-goods 
seems to be simply an attempt to distinguish between a quan- 
titative measurement for capital and the capital itself. Things 
are measured, of course, by selecting a single property which 
they possess in common, such as number, extension, or specific 
gravity, and comparing them on the basis of this property. 
When we want to say how much there is of a certain thing, 
we express it in terms of the property according to which it 
is commonly measured. This is true of wealth and capital as 
of other things. The primitive herdsman, if asked the amount 

• Page 124. 
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of his wealth, would doubtless have answered an hundred 
head or two hundred head, as the case might be. The primi- 
tive agriculturist, whose wealth consisted of wheat, might 
have answered in terms of cubic contents, as so many bushels. 
It is conceivable, though improbable, that both might have 
united upon specific gravity as the basis of measurement, and 
have answered in pounds. But the change to specific gravity 
as the basis of measurement and quantitative expression 
would not have changed one whit the nature of their wealth 
or their capital. Nor would it have made either clearer or 
less clear the distinction between capital and capital-goods. 

As a matter of fact, value, being the one property common 
to all forms of wealth, has long since been selected as the 
property according to which all wealth is to be measured, and 
in terms of which quantities of wealth are always to be ex- 
pressed. "When asked how much wealth they have, men will 
reply, so many dollars, just as the herdsman would have an- 
swered, so many head. When asked in what their wealth con- 
sists, they will enumerate the goods, just as the herdsman 
would have enumerated his animals. Capital, being a form of 
wealth, is measured, and its quantity is expressed, in precisely 
the same way. Does this change in the basis of measurement 
change in the slightest degree the nature of capital ? By no 
means. When asked how much capital they have, men will 
express it in dollars ; but, if asked in what their capital con- 
sists, they will enumerate the instruments. The instruments 
are the capital, and the amount of value in them is not the 
capital.* 

Every distinction which Professor Clark has made between 
capital and capital goods can be made with equal clearness 
and with equal justice between the herdsman's hundred head 
and the animals composing it, between the farmer's bushels 
and the wheat which they contain, or between the pounds of 
wealth, on the one hand, and the animals and wheat, on the 

« Certain recent writers have come very near this truth, hut have just failed 
to reach it. See especially Tuttle, " The Wealth Concept," in Annals of Ameri- 
can Academy of Political and Social Science, vol. i. pp. 615-634, and " The Fun- 
damental Economic Principle," in this Journal for February, 1901 ; also, Fetter, 
" Recent Discussion of the Capital Concept," in this Journal for November, 1900. 
Both writers have confused the expression for the quantity of a thing with the 
thing itself. 
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other. First, as to the permanence of capital. Does capital 
abide while capital-goods perish ? Or is it only the quanti- 
tative expression for capital which remains, while capital, the 
thing measured, perishes? Evidently, the latter. Though 
animals perish, the amount of the herdsman's wealth, meas- 
ured numerically and expressed, for example, as an hundred 
head, may remain. Is it the same wealth ? Not unless it is 
the same hundred head. Though wheat perishes, the amount 
of the farmer's wealth, measured in cubic contents and ex- 
pressed, for example, as a thousand bushels, may remain. Is 
it the same wealth? Not unless it is the same thousand 
bushels. Though animals and wheat perish, the wealth of 
both farmer and herdsman, measured on the basis of specific 
gravity and expressed, for example, as ten thousand pounds, 
may remain. Is it the same wealth ? Not unless it is the same 
ten thousand pounds. Though goods of all kinds perish, the 
amount of wealth, measured on the basis of value and ex- 
pressed in dollars, may remain. Again, is it the same wealth ? 
The things measured, whose quantity is expressed in dollars, 
are evidently not the same ; and it is only by confusing the 
measure for the thing measured that it can be said to be the 
same wealth. 

It may be objected that value is not only the property com- 
mon to all economic goods, but that it is the property which 
makes them wealth ; that it is because of their value that they 
are wealth ; that they are wealth only to the extent of their 
value; and that wealth is therefore really a quantity of value. 
It is true that, under present conditions, the individual pro- 
ducer is interested in producing value, and not bushels or 
pounds. Since he does not usually consume the identical 
things which he produces, he is well off in proportion to the 
value of his products. This, again, merely means that he ex- 
presses the quantity of his wealth in dollars, and not in pounds, 
bushels, or yards ; and it in no wise affects the permanency of 
wealth. To the isolated farmer the desirable quality in his 
wheat is its nutriment, and not its cubic contents. It is its 
nutriment which makes it wealth, and he is well off in pro- 
portion to the amount of nutriment. Therefore, it may be 
urged, his real wealth is a quantity of nutriment, and ought 
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to be so measured and expressed. Still, it could scarcely 
be maintained that the same nutriment abides, while wheat 
perishes. From the standpoint of the isolated farmer the de- 
sirable property in his oxen (assuming oxen to be typical in- 
struments of production) is their available strength. His real 
capital might therefore be said to be a quantity of available 
strength, expressed, perhaps, in foot-pounds. To maintain 
that the same available strength abides, while oxen perish, 
would be carrying the theory of the conservation of economic 
energy too far. The case is not different when capital is 
expressed in dollars, as it comes to be under social condi- 
tions.* 

All that has been said of the permanency of capital can be 
repeated of its mobility. Since capital consists of capital- 
goods, it can be neither more nor less permanent nor more 
nor less mobile than they. The amount or supply of capital 
(read capital-goods) may be maintained and kept more or less 
permanent by replacing worn-out instruments with new. Simi- 
larly, the amount or supply of capital may increase in one in- 
dustry while it is decreasing in another. It may even in a 
sense be enabled to increase in the one because it is allowed 
to decrease in the other. If the instruments used in one in- 
dustry are no longer replaced when worn out, the owners are 
saved that expense, and enabled the more easily to make, or 
have made, new instruments for use in another. The owners 
may thus maintain the supply of their capital, though the cap- 
ital itself has changed. All that the author has said about 
capital and capital-goods would mean quite as much and be 
far less confusing if he had everywhere substituted the terms 
"supply of capital" and "capital." 

Next, as to the indestructibility or self-perpetuating power 
of capital, note the following : — 

In every case an instrument that is gained by genuine abstinence 
signifies that the man has more permanent capital than he had be- 
fore. In due time this instrument will wear itself out ; and it will 
be followed by another instrument. Virtually, though not literally, 

* The author makes so much of the distinction between capital and capital- 
goods, and holds so persistently to it throughout the entire book, that the re- 
viewer is compelled to devote more space to its examination than would other- 
wise seem necessary. 
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it will have created that other instrument; and the second instru- 
ment in the series, as well as all the following ones, will have come 
into existence without further abstaining acts. When a loom in my 
cotton mill shall be discarded by reason of age and infirmity, I shall 
not be forced to replace it by trenching upon my income and denying 
myself goods that I have been accustomed to consume; for, in 
addition to the net income that the loom has earned for me, it has 
provided a sinking fund which replaces itself without imposing on 
me any further burden. Not all the creating of capital goods, then, 
calls for abstinence. The starting of an entirely new series of 
capital goods does so ; and the abstinence exhausts itself in calling 
the first one of the series into being, for the later ones are virtually 
made by the first one.* 

It is not easy to tell just what is here meant. The author 
seems to imply that abstinence consists in denying one's self 
goods that one has been accustomed to consume ; but this 
would involve conclusions which he himself would scarcely 
admit. If the loom in his cotton mill should enable him to 
consume as much as he has been accustomed to, and furnish 
him, besides, with a surplus income sufficient to replace it 
with two new ones by the time it is worn out, both new ones 
would then be the virtual products of the first one, and would 
involve no abstinence at all. If the first canoe had enabled 
Walker's primitive fisherman to eat as many fish as he was 
accustomed to, and to make ten other canoes during its life- 
time, the whole ten would then have been the virtual product 
of the first. If, from that time on, the community could go 
on increasing its capital indefinitely without having to con- 
sume less than it was accustomed to before the first canoe was 
made, all subsequent accumulations would then be the virtual 
product of that first canoe. And if, perchance, the first canoe 
had been made during such an unusually good fishing season 
that its maker had not been compelled to consume less than 
was his custom, abstinence would have been eliminated 
altogether. 

If, however, abstinence consists in denying one's self goods 
that one has the power and the opportunity of consuming, it 
becomes perfectly obvious that it enters into the creation of 
the later instruments of a series quite as truly as into the 

* Page 127. 
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first. The providing of a sinking fund with which to replace 
itself is precisely what the loom in his cotton mill does not 
do. What it does is to provide an income for its owner, and 
the owner has a perfectly free hand to do with this income 
as he chooses. It is all alike, and no part of it bears any 
mark by which it can be distinguished as sinking fund. Even 
if the owner decides that he will set aside such a fund, he 
cannot tell exactly how much is necessary, but must make 
an estimate of the average rate of deterioration, or of the 
average lifetime, of a loom. If a sinking fund is accumulated 
at all, it is only because the owner definitely decides to con- 
sume less than he has the opportunity and the legal right of 
doing, and to set aside a part of his income for that purpose. 
Whether he so decides or not will depend largely upon his 
character. If he is reasonably thrifty, he will not consume 
all his income, and allow his capital to become depleted. If 
thrift is a strong characteristic, he will not only save enough 
out of his income to replace his worn-out instruments, but 
will provide for an increase in the total amount of his capital. 
But the act by which he increases his supply does not differ 
in the least from the act by which he keeps his supply intact. 
Capital, in other words, has no such self-perpetuating power 
as the author attributes to it, but has to be continually re- 
created by repeated acts of saving. 

Even more remarkable is the following : — 

Let us, for example, plant a forest of such slow-growing trees 
that it will take fifty years to bring one of them to the point of 
maturity at which it will be ready for cutting. . . . After fifty years 
the cutting begins ; and now all waiting is over. We may cut every 
year a row from the ripe end of the forest, and plant a row at the 
opposite end. From this point on, the long period involved in the 
ripening of the trees loses its importance. The setting out of a new 
row of trees is now a very different thing from the planting of the 
original row fifty years ago; for, in a sense, the present planting 
yields firewood at once. It replaces the row that we now cut, and 
prevents this cutting from trenching at all oa the capital represented 
by the forest ; and it would have this effect if the trees required five 
hundred years for maturing instead of fifty, provided only that there 
were, iu that case, five hundred rows in the forest. As tree planters, 
even in that case, we should have no more waiting to do than we 
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should now have if we could sow acorns, and, by magic, cause them 
instantly to become oaks five centuries old.* 

The author seems to think that there is some connection 
between the planting of a new row of trees and the oppor- 
tunity to use a row of matured trees, whereas there is no 
connection at all. It is true that we can plant a row each 
year and cut a row each year, but we could cut the matured 
row whether we planted the new row or not. The reason we 
are able to cut trees without further waiting is because some 
one has already waited. If, after cutting a row, we plant a 
new one, we do so by diverting some of our labor from other 
employments which might yield immediate returns. Occupy- 
ing ourselves in these other employments would not reduce 
our present stock of wood and lumber in the least. The 
results of labor devoted to planting a new row must be waited 
for as truly as the results of the labor that planted the first 
row. It is true that, under the present organization of in- 
dustry, the row that is just planted has a value and can be 
sold for a price, thus enabling the planter to realize at once 
on his labor. The same could be said of the first row im- 
mediately after its planting. But it must be borne in mind 
that the new row, in either case, would command a price only 
on condition that some one could be found who was willing 
to advance the price, and himself wait for the product to 
mature. 

The following passage is still stronger, and still farther 
from the point : — 

Again, let a forest twenty acres in extent suffice to furnish fire- 
wood for a family. A tree will mature in twenty years; and the 
forest must be kept intact, in point of size and maturity, or the 
supply of wood will fail. Each year we plant a row of trees along 
one side of the forest, and cut a row from the other. The planting 
and the cutting are, in a way, simultaneous. We do not burn to-day 
the tree that we plant to-day ; but we do burn a tree, the consuming 
of which is made practicable by to-day's planting. The tree that is 
just set is, then, an enabling cause of the consuming of one that is 
twenty years old. To plant a sapling and wait for it to mature 
would be a slow way to make a fire ; but to plant one and, by means 
of this planting and the maturing of the forest, to get at once another 

•Pages 131, 132. 
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tree for use, is a quick way to make a fire. The forest is a 
synchronizer of labor and its virtual fruit. The fact that is of 
practical consequence is, that, if we have once secured the permanent 
forest, we need do no waiting for fuel.* 

If there is anything certain about the condition of this fam- 
ily, it is that its present supply of firewood is neither less nor 
more because of its present labor at tree-planting. The plant- 
ing of a tree has no more to do with the ability to build a fire 
at once than has the digging of a clam. The tree that is 
planted to-day will not enable the family to build a fire for 
twenty years. It was the planting of a tree twenty years ago, 
and that alone, which enables the family to have a fire to-day. 
Here, as before, the only way in which the family can realize 
at once on the labor of planting trees is by finding some 
one who is willing to advance the present value of the trees 
and himself wait for them to mature. The forest is, there- 
fore, in no sense "the synchronizer of labor and its virtual 
fruit." 

The real difficulty is that Professor Clark has overlooked 
the essential fact that for the isolated producer, and for soci- 
ety as a whole, there is no such synchronizer of labor and its 
virtual reward as he has imagined. The isolated tree-planter 
must wait for the virtual as well as for the literal product of 
his labor. There is no possible way by which he can reap 
to-day the product of to-day's tree-planting, and it makes no 
difference whether he is beginning a new forest or continuing 
one that is five centuries old. The same is true of society as 
a whole. But the individual tree-planter, under present social 
conditions, can reap a virtual reward at once by selling the 
trees just planted to some one who is willing to do the wait- 
ing. What he will normally be able to get will be the ex- 
pected future value of the trees, minus the cost of waiting for 
them to mature. What really happens here is that one mem- 
ber of the community has undertaken to do the waiting for 
another. This is exactly what happens in every case where 
the labor of an individual is synchronized with its virtual prod- 
uct, and no amount of subtlety can obscure this essential fact. 
The author says further : — 

•Page 313. 
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On the ranches of Montana cattle are breeding, among the forests 
of Pennsylvania hides are tanning, in the mills of Brockton shoes 
are finishing; and, if the series of goods in all stages of advance- 
ment is only kept intact, the cowboy may have to-day the shoes that 
he virtually creates by his efforts.* 

The cowboy may have to-day the shoes that he virtually 
creates by to-day's labor, if some person, or series of persons, 
is willing to buy the real product of his labor (pay him wages) 
and then wait for the product to mature. If such persons can 
be found, the cowboy can have shoes to-day, whether the se- 
ries of goods in all stages of advancement is kept intact or not. 
If such persons cannot be found, he cannot have shoes for his 
day's labor, even if the series of goods is kept intact. If, how- 
ever, the author really means that such persons are only en- 
abled to take the cowboy's product and wait for it to mature 
because of the accumulated wealth which they own or control, 
his position is, of course, well taken. But this would be the 
poorest kind of an argument against the doctrine that ad- 
vances are made by one class in the community to another, 
which is the point at which his whole discussion of the syn- 
chronizing power of capital is aimed. 

Whether capitalists, for example, make advances to laborers 
or not is altogether a matter of definition. They make no 
such advance if by that it is meant that wages are paid before 
the individual employer has a chance to realize on the prod- 
ucts of labor. Labor is not usually paid for until after it is 
performed. The moment it is performed, an increment of 
value is added to the material upon which it is expended. 
This value belongs to the employer, and from this standpoint 
he may be said to receive the product of labor before he pays 
for it. Moreover, the individual employer may realize upon 
it at once, provided the product is in salable form, and thus 
receive his income before the laborer receives his. But he 
can do this only on condition that some other person, or series 
of persons, is willing and able to take the partly matured 
product off his hands and wait for it to mature. But if it is 
meant that capitalists as a class make advances to laborers, as 
a class, the question is quite different. In this case there is 

* Page 315. 
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no one else to take the partly matured products off the hands 
of the capitalists, as they take them off the hands of the la- 
borers. The laborer does not wait for the product of to-day's 
labor because others do the waiting for him. The capitalists 
do wait for the product of to-day's labor as truly as though 
to-day's labor started an absolutely new series of products 
which it would take years to bring to completion. 

As already stated, the author does not distinguish land from 
other instruments of production, but includes them all under 
capital. His reason is that the rent of land is not a share de- 
termined independently of other shares, nor is the part of land 
in production essentially different from that of other instru- 
ments. " It is the whole fund of productive wealth, in every 
form that such wealth takes, which constitutes the complex 
agency that co-operates with labor." " What the labor com- 
bines itself with is not merely the artificial capital, it is that 
and the land, as they are combined in one and make a general 
labor-aiding agency."* It is the diminishing returns from 
successive increments of labor, as applied to a fixed quantity 
of wealth of all kinds, upon which the law of wages depends. 
This, however, is only a negative reason. If we are consider- 
ing functional distribution wholly, there is no positive reason 
why land should be distinguished from artificial instruments. 
Neither is there any positive reason why labor should be dis- 
tinguished from other factors of production. What any par- 
ticular kind of labor combines itself with is not merely the 
artificial capital and the land, but these and other kinds of 
labor. These all combined make the general agency which 
aids this particular kind of labor. It is the diminishing re- 
turns from successive increments of this particular kind of 
labor as combined with a fixed quantity of other productive 
agents of all kinds, including other kinds of labor, upon which 
its wages depend. 

It is when we come to consider questions of personal distri- 
bution that we find positive reasons for distinguishing labor 
from other factors of production. But these same reasons are 
equally positive in favor of a distinction between land and 

*Fa:e 189. 
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capital. The service of the laborer is of a different kind from 
that of the capitalist, and so is the service of the landlord. 
"Without capitalists, capital would not exist. The service of 
capital in production may therefore be said to be, in a sense, 
the service of capitalists. But without landlords land would 
exist; and the service of land cannot be said to be, in the same 
sense at least, the service of landlords.* 

In the opinion of the present writer, the most valuable re- 
sult of Professor Clark's discussion of the capital concept is 
the clearing up of certain obscurities concerning the relation 
between rent and interest. As he puts it, all capital-goods 
earn rent ; but capital, in whatever form invested, earns inter- 
est.! What this really means is that capital-goods, considered 
physically and measured on the basis of any of their physical 
properties, do not, and cannot, earn a percentage of them- 
selves. But, when both the instruments and their products are 
measured on the basis of their value, and their quantities are 
expressed in terms of value, the products will be found to be 
a percentage of the instruments. This applies as well to land 
as to other instruments. Measured in acres, it does not pro- 
duce a percentage of itself: measured in dollars, it. does. It 
would apply to labor, also, if laborers were evaluated, as they are 
where slavery prevails, so that they could be measured on the 
basis of their value. If this suggestion were followed up, it 
would throw valuable light on the whole problem of capital 
and interest. 

That rent, viewed from the standpoint of functional dis- 
tribution, does not differ in kind from other shares, the author 
makes perfectly clear ; and he is to be congratulated on having 
satisfactorily disposed of an ancient fallacy. But, instead of 
stopping here, he goes on to the conclusion that "the rent 
getter is a product creator," J than which it would be difficult 
to imagine a more complete non sequitur. In this conclusion 
he ignores the distinction between functional and personal 
distribution. 

Whether rents enter into the prices of agricultural produce 
or not depends upon the meaning that is given to the ques- 

*This point is overlooked also by Professor Fetter in his article on "The Pass- 
ing of the Old Rent Concept," in this Journal for May, 1901. 
t Page 123. i Page 196. 
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tion. The author rightly contends that the question is not 
whether prices would be different if rents were remitted, but 
whether prices would be different if conditions were such that 
land would not command rent. If rents were remitted, they 
would still exist : the only difference would be that some other 
person than the landlord would get them. But, if they did 
not exist at all, the author maintains, prices would be dif- 
ferent. That is to say, if conditions were such that land 
would command no rent, products would be more abun- 
dant, and prices cheaper. This, however, needs qualification. 
What are the conditions which would destroy the rent of 
land? If all land were of absolutely the same quality, dis- 
tance and all other things considered, and of unlimited 
quantity, it would command no rent. But, if its quality were 
the same as that of the poorest land now cultivated, there is 
no reason why prices should be lower than at present. How- 
ever, this is a principle which ought to be applied to each 
individual crop, and not to products in general. If all wheat 
land, however abundant, were of the same grade as the 
poorest land now used in growing wheat, the cost of growing 
wheat everywhere would then be equal to that of the most 
expensive portion at present, and wheat would be no cheaper. 
But, if all of an unlimited supply of wheat land were of a 
better grade than the poorest now used in growing wheat, 
the cost of growing it would be less than that of the most 
expensive part of the present supply; and it would be pro- 
duced more abundantly and become cheaper. The same 
reasoning will apply as well to any other agricultural prod- 
uct. 

The author's theory of business profits is a decided improve- 
ment over current theories. Profits result from dynamic con- 
ditions, and disappear altogether in a static state. When a 
business man finds a better method of production than his 
rivals are using, he can pay current rates of wages and in- 
terest, and still have a surplus left. This surplus is profit. 
But, in the absence of a patent or a trade secret, he cannot hold 
this advantage; for the improvement speedily becomes the 
common property of all. When this happens, the profit dis- 
appears, or, at least, it no longer exists as a separate share, but 
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mingles with wages and interest, thus enriching the whole 
community : — 

Thus, an invention makes it possible to produce something more 
cheaply. It first gives a profit to entrepreneurs and then, in the way 
that we have described, adds something to wages and interest. . . . 
Let another invention be made, that also effects an economy in pro- 
duction. It also creates a profit ; and this profit, like the first, is an 
elusive sum which the entrepreneurs grasp, but cannot hold. This 
sum, like the former one, slips in time through their fingers and be- 
stows itself on all members of society.* 

Profits ahide only with those business men who keep ahead, 
who not only make improvements, but keep making them in 
advance of all others. Eternal vigilance is the price of profits. 
But, to him who succeeds in keeping ahead, the rewards are 
ample. Similarly, with that community or nation which out- 
strips all others wealth shall abound. 

Men who labor in a region that leads in inventions may enjoy for- 
ever the quasi-profits that inventions give ; for some fruit of each 
improvement may escape from the hands of the entrepreneurs who 
adopt it early, and, becoming wages for the men who there labor, 
may continue long in this shape. The Golconda of the future, the 
region of limitless wealth, is to be the region where the greatest 
dynamic influences originate. A lead in the race that all humanity 
is running is to determine the comparative wealth of countries 
and of continents. Wealth is to abide with the swifter runners, t 

It would be difficult to improve upon this theory or the 
author's statement of it. But it means that profits are the 
product of ideas, and ideas are an elusive kind of property 
which is difficult to control. They not only escape to others 
than their originator, but they have a way of perpetuating 
themselves without his continued support. In this they differ 
from capital, which wears out and disappears unless continu- 
ally renewed by the owner. 

It would be difficult to predict the degree of influence which 
this book is likely to exert. Economic theory is in such an 
unstable condition on many of the questions discussed that no 
one can tell what the final conclusions are to be. The writer 

• Page 405. t Page 437. 
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is of the belief that Professor Clark's central thesis as to the 
shares in distribution will stand the test of criticism, and that 
his discussion of the capital concept and other controverted 
points will provoke wholesome discussion. Out of this discus- 
sion the truth will doubtless emerge. Later writers may 
reach sounder conclusions than Professor Clark has set forth ; 
but he will be a rare man who can produce a volume equal to 
this in lucidity, in logical consistency, and in general stimulat- 
ing qualities. 

T. N. Caevee. 



